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ANNCR: 

IN THE PAST SEVERAL WEFKS THE PRICE OF GOLD HAS SHARPLY 
INCREASED IN INTERNATIONAL MONEY MARKFTS. VOA BUSINESS AND 
ECONOMICS EDITOR FRANK FEINBERG HAS THIS BACKGROUND REPORT: 
VOICE: 

THE PRICE OF GOLD THIS MONTH IN LONDON AND ELSEWHERE HAS 
REACHED A. RECORD LEVEL OF MORE THAN TWO-HUNDRED DOLLARS PER 
OUNCE. AND SOME AUTHORITIES SAY THE PRICE COULD GO EVEN HIGHER 
OVER THE NEXT MONTH OR TWO, 

WHAT IS THE SIGNIFICANCE OF THIS RUN-UP IN THE PRICE OF GOLD? 
IT IS NOT EASY TO INTERPRFT, BUT THERE ARE REASONS. 

TRADITIONALLY, BOTH INVESTORS AND SPECULATORS HAVE PURCHASED 
GOLD DURING PERIODS OF ECONOMIC UNCERTAINTY. MANY PEOPLE HAVE 
MORE FAITH IN GOLD THAN IN ANY NATIONAL CURRENCIES. 

THESE BUYERS BELIEVE THAT GOLD WILL INCREASE IN VALUE 
AS CURRENCIES WEAKEN BECAUSE OF INFLATION AND OTHE PROBLEMS. 

AS GOLD TRADED OVER THF TIWO-HUNDRED DOLLAR LEVEL, IT WAS 
APPARENT THAT THE METAL'S PRICE WAS TIED TO THF POSITION OF THE 
U.S. DOLLAR AS COMPARED WITH THE JAPANESF YEN, THE WEST GFRMAN 
MARK AND OTHER CURRENCIES. THUS, IF THE DOLLAR SLIPPED, THE 
PRICE OF GOLD WENT UP-~ALONG WITH THE ADJUSTMENTS MADE IN THE 
VALUES OF THE CURRENCIES, 

THERE ARE SEVERAL REASONS FOR THF UPWARD MOVEMENT OF THE YEN 
AND MARK AGAINST THE DOLLAR. THE UNITED STATES HAS EXPERIENCED 
FASTER ECONOMIC GROWTH THAN MOST OF ITS TRADING PARTNERS, THUS, 


IMPORTS BY OTHER COUNTRIES INCREASED MUCH MORE SLOWLY THAN U.S. 
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IMPORTS. AND THIS RFSULTED IN INORDINATE AMOUNTS OF DOLLARS BEING 
HELD BY BANKS AND EXPORTERS IN COUNTRIES THAT HAVE LARGE TRADE 
SURPLUSES WITH THE UNITED STATES. WHEN THESE DOLLAR TRADE 
OVERSEAS SELL LARGE QUANTITIES OF THEM, IT TENDS TO DEPRESS THE 
DOLLAR'S VALUE, 

COPT) ALSO, THE QUANTITY OF DOLLARS IN INTERNATIONAL MONEY 
MARKETS HAS BEEN SWFLLED BY THE VERY LARGE OUTLAYS FOR PURCHASING 
PETROLEUM OVERSEAS. CEND OPT) 

ANOTHER FACTOR IN THE DOLLAR'S DECLINE HAS BEEN THE RISE 
THIS YEAR IN THE U.S. INFLATION RATE. A NATION'S CURRENCY TENDS 
TO INCREASE IN VALUE INTERNATIONALLY WHEN ITS INFLATION RATE IS 
RELATIVELY LOW. AND CONVERSELY, A NATIONAL CURRENCY DIPS WHEN 
THE INFLATION RATE RISES, 

THE EVIDENCE WOULD SUGGEST THAT WHEN THE DOLLAR STRENGTHENS -- 
AND REMAINS STRONG=-AGAINST OTHFR MAJOR CURRENCIES, THEN THE PRICE 
OF GOLD SHOULD DROP, WHAT CAN MAKE THE DOLLAR STRONGER? MORE 
BOUYANT EXPANSION OF DOMESTIC ECONOMIES IN WEST GERMANY AND OTHER 
EUROPEAN COUNTRIES, AS WELL AS JAPAN, WOULD NARROW THE TRADE GAP 
WITH THE UNITED STATES. WITHIN THE U.S., SUBSTANTIAL REDUCTIONS 
IN PETROLEUM PURCHASFS AND MORE ENERGY CONSERVATION WILL HELP 
BOLSTER THE DOLLAR. ALSO, MORE SUCCESS IN CONTAINING INFLATION 
WILL INSTILL MORE CONFIDENCE IN THE DOLLAR, 

MEANTIME, DESPITE ITS DIFFICULTIES, THE DOLLAR--AND OT GOLD-- 
IS LIKELY TO REMAIN THE WORLD'S PRINCIPAL ASSET WITH WHICH TRADE 


IS CARRIED ON, 


GH/RD 


